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§ 1427.16 Reconcentration of cotton. 

(a) CCC may under certain condi-
tions, before loan maturity, compress, 
store, insure, or reinsure the cotton 
against any risk, or otherwise handle 
or deal with the cotton as it may deem 
necessary or appropriate for the pur-
pose of protecting the interest therein 
of the producer or CCC. 

(b) CCC may reconcentrate the cot-
ton pledged for the marketing assist-
ance loan from one CCC-approved ware-
house to another with the written con-
sent of the producer and upon the re-
quest of the local warehouse and cer-
tification that there is congestion and 
lack of storage facilities in the area. 
However, if CCC determines such cot-
ton is improperly warehoused and sub-
ject to damage, or if any of the terms 
of the loan agreement are violated, or 
if carrying charges are substantially in 
excess of the average of carrying 
charges available elsewhere and the 
local warehouse, after notice, declines 
to reduce such charges, such written 
consent need not be obtained. 

(1) An FSA official, the loan serv-
icing agent, or CMA shall arrange for 
reconcentration of the cotton under 
the direction of CCC and CCC shall ob-
tain new warehouse receipts. 

(2) Any reconcentration charges, fees, 
costs, or expenses incident to such ac-
tions shall be charged against the cot-
ton, and must be repaid for bales re-
deemed from loan. 

§ 1427.17 Custodial offices. 

Collateral warehouse receipts, using 
forms prescribed by CCC, and related 
documents will be maintained in the 
custody of CCC, its designee, the loan 
servicing agent, or the cotton commer-
cial bank, whichever disbursed the loan 
evidenced by such documents. 

§ 1427.18 Liability of the producer. 
(a)(1) If a producer makes any fraudu-

lent representation in obtaining a mar-
keting assistance loan or loan defi-
ciency payment or in maintaining or 
settling a loan, or disposes of or moves 
the loan collateral without the prior 
written approval of CCC, such loan or 
loan deficiency payment shall be pay-
able upon demand by CCC. The pro-
ducer shall be liable for: 

(i) The amount of the marketing as-
sistance loan or loan deficiency pay-
ment; 

(ii) Any additional amounts paid by 
CCC for the loan or loan deficiency 
payment; 

(iii) All other costs which CCC would 
not have incurred but for the fraudu-
lent representation or the unauthor-
ized disposition or movement of the 
loan collateral; 

(iv) Applicable interest on such 
amounts; 

(v) Liquidated damages under para-
graph (e) of this section; and 

(vi) About amounts due for a loan, 
the payment of such amounts may not 
be satisfied by the forfeiture of loan 
collateral to CCC of cotton with a set-
tlement value that is less than the 
total of such amounts or by repayment 
of such loan at the lower loan repay-
ment rate as prescribed in § 1427.19. 

(2) If a producer makes a fraudulent 
representation or if the producer has 
disposed of, or moved, the loan collat-
eral without prior written approval 
from CCC, the value of such collateral 
delivered to or acquired by CCC shall 
be equal to the sales price of the cotton 
less any costs incurred by CCC in com-
pleting the sale. 

(b) If the amount disbursed under a 
marketing assistance loan, or in settle-
ment thereof, or loan deficiency pay-
ment exceeds the amount authorized 
by this subpart, the producer shall be 
liable for repayment of such excess, 
plus interest. In addition, the com-
modity pledged as collateral for such 
loan shall not be released to the pro-
ducer until such excess is repaid. 

(c) If the amount collected from the 
producer in satisfaction of the mar-
keting assistance loan or loan defi-
ciency payment is less than the 
amount required under this subpart, 
the producer shall be personally liable 
for repayment of the amount of such 
deficiency plus applicable interest. 

(d) If more than one producer exe-
cutes a note and security agreement or 
loan deficiency payment application 
with CCC, each such producer shall be 
jointly and severally liable for the vio-
lation of the terms and conditions of 
the note and security agreement or 
loan deficiency payment application 
and this subpart. Each producer shall 
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